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TAGS: ENRG 

SUBJECT: T-G REQUEST FOR APPOINTMENT WITH PRESIDENT 
RODRIGUEZ 

1. GULF WASHINGTON REP ORTIZ ADVISED THAT ON OCTOBER 14 
TEXACO-GULF WILL DELIVER A LETTER TO GOE REQUESTING OCTOBER 
24 APPOINTMENT WITH PRESIDENT RODRIGUEZ TO SEEK MUTUALLY 
SATISFACTORY SOLUTION TO OUTSTANDING PROBLEMS. AT THIS 
MEETING. T-G REPS INTEND TO MAKE FULL ORAL AND WRITTEN 
PRESENTATION TO PRESIDENT RODRIGUEZ TO BACK UP THEIR CASE. 
ORTIZ SAID THAT FAILURE TO OBTAIN SATISFACTORY SETTLEMENT 
COULD LEAD TO T-G DECISION TO SHUT DOWN PRODUCTION. IN 
PREPARING FOR SUCH AN EVENTUALITY, T-G INTENDS NEXT WEEK 
TO INFORM DRILLING RIG OWNERS AND LOCAL COMPANIES UNDER 
CONTRACT OF POSSIBLE SHUT DOWN IN NEAR FUTURE. (T-G'S 
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CONTRACTS WITH THESE FIRMS REQUIRE 30 DAYS NOTICE.) 
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2. EMBASSY SHOULD CONTACT T-G LOCAL REPS OR TEAM ARRIVING 
OCTOBER 12 FROM USA PRIOR TO DELIVERY OF LETTER AND 
NOTIFICATION TO CONTRACTORS OF POSSIBLE FUTURE SHUTDOWN. 

3. T-G LETTER TO PRESIDENT RODRIGUEZ FOLLOWS: 

QUOTE. GENERAL GUILLERMO RODRIGUEZ LARA, PRESIDENT, REPUB- 
LIC OF ECUADOR. DEAR MR. PRESIDENT: WHENEVER OBSTACLES 
ARISE WHICH IMPEDE OBTAINING THE NATION S ASPIRATIONS FROM 
ITS OIL INDUSTRY, OR WHICH IMPERIL THE CAPABILITY OF THE 
RESPECTIVE PETROLEUM PRICES TO CONTINUE TO PERFORM THEIR 
FUNCTIONS, WE BELIEVE WE SHOULD MAKE KNOWN OUR CONCERN AND 
TRY TO WORK WITH THE GOVERNMENT TO FIND MUTUALLY ACCEPT- 
ABLE SOLUTIONS TO SUCH PROBLEMS. 

AT THE OUTSET, WE CONFIRM OUR SINCERE DESIRE TO COL- 
LABORATE WITH THE GOVERNMENT OF ECUADOR ON A BASIS OF 
RESPECT FOR THE NATIONAL INTEREST AND CORDIALITY. INDEED 
WE WISH TO BE ABLE TO CONTINUE TO PROVIDE CAPITAL, TECH- 
NOLOGY, EFFICIENT OPERATIONS AND RESPONSIBLE ADMINISTRA- 
TION FOR THE NATION'S HYDROCARBON RESOURCES WITHIN THE 
FRAMEWORK OF MUTUALITY OF INTERESTS AND APPROPRIATE 
COMPENSATION FOR EACH PARTY'S CONTRIBUTION. 

THE BASIC PROBLEM WHICH NOW CONFRONTS US IS AN 
UNANTICIPATED BUT HARSH REALITY WHICH REQUIRES THAT THE 
GOVERNMENT AND OURSELVES PROVIDE A SOLUTION WHICH IS 
MUTUALLY SATISFACTORY. THE PROBLEM IS SIMPLY THAT GULF 
AND TEXACO ARE NO LONGER ABLE TO REALIZE FROM THE PRESENT 
DAY WORLD OIL MARKET A PRICE FOR ECUADOR CRUDE OIL WHICH 
COVERS OUR COSTS OF OPERATIONS IN ECUADOR, TAXES, AND 
PARTICIPATIONS CORRESPONDING TO THE GOVERNMENT. OUT OF 
THE PRESENT PRICES THERE IS NOTHING AVAILABLE FOR A 
RETURN FOR THE RISKS UNDERTAKEN AND THE CAPITAL INVESTED. 
FURTHER, WE SENSE A LACK OF UNDERSTANDING THAT THE HIGHEST 
PRICE WHICH IS PAID FOR PURCHASING A MINOR PART OF 
ECUADOR'S OIL PRODUCTION DURING A SHORT PERIOD DOES NOT 
ESTABLISH A VALID MARKET VALUE WHICH OTHER BUYERS ARE 
WILLING TO OBLIGATE THEMSELVES TO PAY FOR THE REMAINDER 
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OF THE PRODUCTION OVER LONG PERIODS AND THEREBY ASSURE 
A CONSTANT VOLUME OF REVENUES. 

WE THINK IT IS MOST URGENT THAT WE EXPLORE WITH THE 
GOVERNMENT, AT THE EARLIEST PRACTICABLE DATE, THE PROBLEMS 
PRESENTED BY THE EXISTING SITUATION. WE MANIFEST TO YOU 
OUR WILLINGNESS TO CONSIDER ALL POSSIBLE ALTERNATIVES TO 
PROVIDE GREATER ASSURANCE FOR SATISFACTION OF THE NEEDS 
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THAT WE UNDERSTAND THE NATION HAS, AND ALSO WHICH WOULD 
ENABLE US TO RECEIVE A REASONABLE PROFIT IN EXCHANGE FOR 
OUR CONTRIBUTION TO THE JOINT EFFORT. 

A MUTUALLY SATISFACTORY SOLUTION TO THE MATTER MUST BE 
OBTAINED AT AN EARLY DATE, FAILING WHICH WE SHALL BE 
UNABLE TO CONTINUE OPERATING AS AT PRESENT. ACCORDINGLY, 

WE RESPECTFULLY REQUEST AN AUDIENCE WITH YOUR EXCELLENCY 
TO DISCUSS ALTERNATIVES FOR RESOLVING THIS MATTER. UNQUOTE 
INGERSOLL 
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